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§ 703.209 Substitution and withdrawal 
of indemnity bond, letters of credit 
or negotiable securities. 

(a) A carrier may not substitute 
other security for any indemnity bond 
or letters of credit deposited under the 
regulations in this part except when 
authorized by the Branch. A carrier 
may, however, substitute negotiable 
securities acceptable under the regula-
tions in this part for previously-depos-
ited negotiable securities without the 
Branch’s prior approval. 

(b) A carrier that has ceased to write 
insurance under the Act may apply to 
the Branch for withdrawal of its secu-
rity deposit. The carrier must file with 
its application a sworn statement set-
ting forth— 

(1) A list of all cases in each State in 
which the carrier is paying compensa-
tion, together with the names of the 
employees and other beneficiaries, a 
description of causes of injury or 
death, and a statement of the amount 
of compensation paid; 

(2) A similar list of all pending cases 
in which the carrier has not yet paid 
compensation; and 

(3) A similar list of all cases in which 
injury or death has occurred within 
one year before such application or in 
which the last payment of compensa-
tion was made within one year before 
such application. 

(c) The Branch may authorize with-
drawal of previously-deposited indem-
nity bonds, letters of credit and nego-
tiable securities that, in the opinion of 
the Branch, are not necessary to pro-
vide adequate security for the payment 
of the carrier’s outstanding and poten-
tial LHWCA liabilities. No withdrawals 
will be authorized unless there has 
been no claim activity involving the 
carrier for a minimum of five years, 
and the Branch is reasonably certain 
that no further claims will arise. 

§ 703.210 Increase or reduction in se-
curity deposit amount. 

(a) Whenever the Office considers the 
security deposited by an insurance car-
rier insufficient to fully secure the car-
rier’s LHWCA obligations, the carrier 
must, upon demand by the Branch, de-
posit additional security in accordance 
with the regulations in this part in an 
amount fixed by the Branch. The 

Branch will issue its decision requiring 
additional security in accordance with 
§ 703.204, and the procedures set forth at 
§§ 703.204(d) and 703.205 for requesting a 
hearing and complying with the Of-
fice’s decision will apply as appro-
priate. 

(b) The Branch may reduce the re-
quired security at any time on its own 
initiative, or upon application of a car-
rier, when in the Branch’s opinion the 
facts warrant a reduction. A carrier 
seeking a reduction must furnish any 
information the Office requests regard-
ing its outstanding LHWCA obligations 
for any State in which it does business, 
its obligations not secured by a State 
guaranty fund in each of these States, 
and any other evidence as the Branch 
considers necessary. 

§ 703.211 Authority to seize security 
deposit; use and/or return of pro-
ceeds. 

(a) The Office may take any of the 
actions set forth in paragraph (b) of 
this section when an insurance car-
rier— 

(1) Defaults on any of its LHWCA ob-
ligations; 

(2) Fails to renew any deposited let-
ter of credit or substitute a new letter 
of credit, indemnity bond or acceptable 
negotiable securities in its place; 

(3) Fails to renew any deposited nego-
tiable securities at maturity or sub-
stitute a letter of credit, indemnity 
bond or acceptable negotiable securi-
ties in their place; 

(4) Has State insolvency proceedings 
initiated against it; or 

(5) Fails to comply with any of the 
terms of the Agreement and Under-
taking. 

(b) When any of the conditions set 
forth in paragraph (a) of this section 
occur, the Office may, within its dis-
cretion and as appropriate to the secu-
rity instrument— 

(1) Bring suit under any indemnity 
bond; 

(2) Draw upon any letters of credit; 
(3) Seize any negotiable securities, 

collect the interest and principal as 
they may become due, and sell or oth-
erwise liquidate the negotiable securi-
ties or any part thereof. 

(c) When the Office, within its discre-
tion, determines that it no longer 
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needs to collect the interest and prin-
cipal of any negotiable securities 
seized pursuant to paragraphs (a) and 
(b) of this section, or to retain the pro-
ceeds of their sale, it must return any 
of the carrier’s negotiable securities 
still in its possession and any remain-
ing proceeds of their sale. 

§ 703.212 Required reports; examina-
tion of insurance carrier accounts. 

(a) Upon the Office’s request, each in-
surance carrier must submit the fol-
lowing reports: 

(1) A certified financial statement of 
the carrier’s assets and liabilities, or a 
balance sheet. 

(2) A sworn statement showing the 
extent of the carrier’s unsecured 
LHWCA obligations for each State in 
which it is authorized to write insur-
ance under the LHWCA or any of its 
extensions. 

(3) A sworn statement reporting the 
carrier’s open cases as of the date of 
such report, listing by State all death 
and injury cases, together with a re-
port of the status of all outstanding 
claims. 

(b) Whenever it considers necessary, 
the Office may inspect or examine a 
carrier’s books of account, records, and 
other papers to verify any financial 
statement or other information the 
carrier furnished to the Office in any 
statement or report required by this 
section, or any other section of the reg-
ulations in this part. The carrier must 
permit the Office or its duly authorized 
representative to make the inspection 
or examination. Alternatively, the Of-
fice may accept an adequate inde-
pendent audit by a certified public ac-
countant. 

§ 703.213 Failure to comply. 

The Office may suspend or revoke a 
carrier’s certificate of authority to 
write LHWCA insurance under § 703.106 
when the carrier fails to comply with 
any of the requirements of this part. 

Subpart D—Authorization of Self- 
Insurers 

SOURCE: 70 FR 43234, July 26, 2005, unless 
otherwise noted. 

§ 703.301 Employers who may be au-
thorized as self-insurers. 

The regulations in this subpart set 
forth procedures for authorizing em-
ployers to self-insure the payment of 
compensation under the Longshore and 
Harbor Workers’ Compensation Act, or 
its extensions. The Office may author-
ize any employer to self-insure who, 
pursuant to the regulations in this 
part, furnishes to the Office satisfac-
tory proof of its ability to pay com-
pensation directly, and who agrees to 
immediately cancel any existing insur-
ance policy covering its Longshore ob-
ligations (except for excess or cata-
strophic workers’ compensation insur-
ance, see §§ 703.302(a)(6), 703.304(a)(6)) 
when OWCP approves the employer’s 
application to be self-insured. The reg-
ulations require self-insurers to deposit 
security in the form of an indemnity 
bond, letters of credit or negotiable se-
curities (at the option of the employer) 
of a kind and in an amount determined 
by the Office, and prescribe the condi-
tions under which such deposits shall 
be made. The term ‘‘self-insurer’’ as 
used in these regulations means any 
employer securing the payment of 
compensation under the LHWCA or its 
extensions in accordance with the pro-
visions of 33 U.S.C. 932(a)(2) and these 
regulations. 

§ 703.302 Application for authority to 
become a self-insurer; how filed; in-
formation to be submitted; other re-
quirements. 

(a) Any employer may apply to be-
come an authorized self-insurer. The 
application must be addressed to the 
Branch of Financial Management and 
Insurance (Branch) within OWCP’s Di-
vision of Longshore and Harbor Work-
ers’ Compensation, and be made on a 
form provided by OWCP. The applica-
tion must contain— 

(1) A statement of the employer’s 
total payroll for the 12 months before 
the application date; 

(2) A statement of the average num-
ber of employees engaged in employ-
ment within the purview of the 
LHWCA or any of its extensions for the 
12 months before the application date; 

(3) A statement of the number of in-
juries to such employees resulting in 
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